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According to the General Agreement on Tariffs and Trade (GATT), headquartered in Geneva, world
trade this year will rise in volume by 2.5%, one percent less than in 1986 and 1985. In its first report
of the year assessing international trade in 1986 and prospects for 1987, GATT also predicted that
the world economy, expressed in combined gross domestic product, would grow by about 3%.
Developed countries are expected to grow "by a little less" than the worldwide rate; developing
nations "at about the same speed as the world economy on average," and the Eastern trade area
"somewhat more than the average of the world economy."
GATT warned that these forecasts represent "the upper rather than the lower round" of probable
economic growth in 1987, and pointed to four "major risks" for the development of the world
economy.
The four risks are as follows: 1) Some Western European nations and Japan are yet experiencing
difficulties in adjusting production to the large changes in exchange rates. 2) In other countries,
including the US, there is a risk of increased inflation under the combined impact of a rapid
expansion of the money supply and exchange rate depreciation. This development could result
in deterioration of the business climate by increasing uncertainty and raising interest rates which
in turn would adversely affect international trade. 3) Concern regarding the management of
the Third World's foreign debt is again on the upswing. "Prolonged strains" in this area could
provoke adverse repercussions for the growth of world output and trade via impact on confidence
in financial markets. 4) A danger exists in the continuation of the large US current account deficit
triggering escalation of protection, and thereby leading to a massive shrinkage of markets worldwide.
Other points mentioned in the report include: The volume of world merchandise trade grew by
an estimated 3.5% in 1986, the same as in 1985. The value of world merchandise exports increased
10% in 1986, surpassing $2 trillion for the first time, totalling $2.11 trillion. Last year the volume of
agricultural trade rose by 1%, a continuation of the slow growth pattern in that sector during the
1980s.
The performance of world trade in manufactured goods was described as the poorest in three
decades, rising only 3% in volume in 1986, compared to 5.5% in 1985. Manufactured exports from
developing nations increased 13% in value in 1986. For the first time, developing countries earned
more foreign exchange selling manufactured goods than either fuels or non-fuel primary products.
Meanwhile, however, developing nations' share in world merchandise exports dropped, largely as a
result of the decline in petroleum prices. Trade in the volume of mining products increased by 7%,
result of a substantial decline in oil prices.
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